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The Honorable Todd K. Apo —

Honolulu City Council
530 South King Street, Room 202
Honolulu, Hawaii 96813 s
Dear Councilmember Apo:

Please find attached the letter from the Executive Director of the Hawaii
Employer-Union Health Benefits Trust Fund (EUTF) which explains the Other
Post- Employment Benefits (OPEB) payment procedures.

Please feel free to contact me at 768-3901, if you have any questions.

~rely,

Mary Patricia Waterhouse, Director

Budget and Fiscal Services

Attachment

APPROVED:

~hr ~
Wayne M. HashVo, RE.
Managing Director
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Mary PatriciaWaterhouse,Director
City & CountyofHonolulu, Departmentof BudgetandFiscalServices

Wallace0. Rezentes,Jr.,Director
CountyofKauai,Departmentof Finance

KalbertYoung, Director
Countyof Maui, DepartmentofFinance

William Takaba,Director
CountyofHawaii, DepartmentofFinance

Clifford P. LUm, Manager
HonoluluBoardofWaterSupply

FROM:

SUBJECT:

Milton Pavao,Manager

Hawaii DepartmentofWaterSuppjy

Jim Williams, Administrat~~~~

PostEmploymentBenefitsO~{wrthanPensions
Statements43 and45

(OPEB)underOASB

TheHawaii EmployerUnion HealthBenefitsTrustFund(EUTF) is preparedandready
to acceptany “pre-funding” contributionsfrom thevariousemployers.As discussedin
my memorandum(9/27/07,enclosed)to theStateDirectorofFinance(copiedto all
employers)theEUTF is preparedto separatelytrackandaccountfor, overtime, any
contributionsmadeby eachemployeraboveandbeyondthebilled annualpay-as-you-go
(PAYGO) requirements.Theresultofseparatelytrackingeachemployer’scontribution
is that theEUTF will be treatedasaMulti-Employer AgentPlanunderGASB 43 and45.

LINDA LINGLE
GOVERNOR

STATE OF HAWAII
HAWAII EMPLOYER-UNION HEALTH BENEFITS TRUST FUND

P.O. BOX 2121
HONOLULU. HAWAII 96805-2121

Oahu (808) 586-7390
Toll Free 1(800) 295-0089

w~.eutf.hawaii.gov

February7, 2008

GeorginaKawamura,Director
StateofHawaii, DepartmentofBudgetandFinance
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CIty FinancialTower,20! MerchantStreet,Suite 1520. Honolulu, Hawaii 96813



Memorandumto GeorginaK. Kawatnura,MaryPatriciaWaterhouse,Wallace0 .Rezentes,Jr., Kalbert
Young,William Takaba,Clifford P. Lum, Milton Pavao
February7, 2008

Subject: PostEmploymentBenefitsOtherthanPensions(OPEB)underGASB Statements43 and45
Page2

As a Multi-EmployerAgent Plan,theEUTF doesnotbill employersa“contractually
requiredcontribution.” Rather,eachemployerdecideswhetherandhowmuchit wantsto
pre-fundOPEBexpensesin relationto theAnnual RequiredContribution(ARC) as
presentedin theannualactuarialvaluationreport. An employerthat wantedto fully pre-
fund OPEBwould makepaymentssuchthat thebilled annualpay-as-you-goretireecosts
plus an additionalcontributedamountwouldbeequalto theARC for that year. Thereis
no requirementthat employerspaymorethantheamountbilled by theEUTF for current
retireebenefitcosts. Theamountspaidandtheresultingimpacton theOPEBliability
will bereflectedin the employers’financialreportsasdeterminedby GASB 45.

Currently,theEUTF will investthemoniesreceivedto pre-flind OPEBin short term
investments(30 to 90 days)suchasstudentloans,repurchaseagreementsor time
certificatesofdeposits.Theaverageinterestratehasbeenaround5.6%. The EUTF is
planningto investthesemonieson a long termbasisoncean investmentconsultantis
hired. TheEUTF hasissuedRFPNo. 08-002,Proposalsto FurnishInvestment
ConsultingServiceson January7, 2008. TheproposalsaredueMarch 3, 2008 with an
expectedcontractdateofJune2008. Theinvestmentconsultantwill assisttheEUTF in
preparinginvestmentpoliciesandprocedures,an assetallocationplan,preparea written
planfor public marketportfolios,assistin theselectionofoneormoremoneymangers,
andmonitorandoverseethemoneymanagers.

The EUTF believesthat bypre-ftzndingOPEBexpenses,combinedwith theEUTF’s
developmentofan appropriateinvestmentprogram,employerswill be ableto usethe
higherdiscountrate(seeactuarialvaluationreport)resultingin a lower liability and
ARC. Employersshouldconsultwith theirrespectiveauditorsto confirm this
conclusion.

If you haveany questions,or if you would like to meetwith usto discusspre-flinding
OPEB expenses,pleasecontactmeat 587-5434or Ms. DonnaTonakiat 586-1690.

Enclosure
c: BoardofTrustees



STATE OF HAWAII
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September27, 2007

TO: Ms. GeorginaKawamura
Directorof Finance

FROM:

SUBJECT:

ADMINISTRATOR
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Jim Williams, Administrato~kj1Jje,~..AL

PostEmploymentBenefitsOtherthanPensions(OPEB)underGASB
Statements43 and45

SOARS or TRUSTEES
GERaLD K. MACI4IDA. CHAIRPERSON
GEORGEKA&IOOHANO+LANO. VICEOMIRPERSOR
~aRIE C. LADERTA. SECRETARY-TREASURER
BARBARA& ARMS
DARWIN CHINS
GUY & FIJJIO
ELEASETN C. HO
JOM H. RAOCLEFE

LAWRENCE II, REWURTH
STASiS? T. SHIRAKI

This is in responseto your memorandumofSeptember12, 2007requestingthat the
EUTF “separatelytrackandaccountfor, overtime, anycontributionsmadeby each
employeraboveandbeyondthebilled annualpay-as-you-go(PAYGO) requirements.

The EUTF BoardofTrusteesreviewedyour requestat their meetingof
September26, 2007. A representativeofGrant-Thornton,the EUTF auditor,waspresent
andadvisedtheTrusteesthatseparatetrackingwould result in the EUTFbeingclassified
asa multi-employeragentplanunderGASB 43/45guidelines. The BoardofTrustees
thenapprovedmy recommendation“that theEUTF cooperatewith theStateandother
employersin trackingemployercontributions,earningsandchargesfor eachemployer.
The resultof adoptingthis approachwill bethat theEUTF is treatedas a Multi-Employer
AgentPlan underGASB 43/45. Sinceonly Cost-SharingPlansneedto establishthe
ContractuallyRequiredContribution,theBoard ofTrusteesdoesnot needto takeaction
on that issue.”

The EUTF will proceedwith plansto separatelytrackemployercontributionsand to
prepareEUTF financialstatementsasa Multi-EmployerAgent Plan. Ourstaffwill work
with yourdepartment,the otheremployersand the Departmentof Accountingand
GeneralServices(DAGS) to implementthisapproach.

C: Boardof Trustees
RussSaito,StateComptroller
Mary PatriciaWaterhouse,City and County
WallaceG. Rezentes,Jr.,Countyof Kauai
KalbertYoung,Countyof Maui
William Takaba,Countyof Hawaii
Clifford P. Lum, Honolulu BoardofWaterSupply
Milton Pavao,Hawaii DepartmentofWaterSupply

of Honolulu

LINDA UNGLE
GOVERNOR

CiIy Financial‘l’ower, 201 MerchanlStreet,Suite 1520. Honolulu, HawaIi 96813


